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FINANCIAL  AUDITS 


Financial  audits  are  conducted  by  the  Legislative  Audit  Division  to  determine  if  an  agency's 
financial  operations  are  properly  conducted,  the  financial  reports  are  presented  fairly,  and  the 
agency  has  complied  with  applicable  laws  and  regulations  having  a  direct  and  material  effect  on 
the  agency's  financial  reports.  In  performing  the  audit  work,  the  audit  staff  uses  standards  set 
forth  by  the  American  Institute  of  Cenified  Public  Accountants  and  the  United  States  General 
Accounting  Office.  Financial-compliance  audit  staff  members  hold  degrees  with  an  emphasis  in 
accounting.  Most  staff  members  hold  Certified  Public  Accountant  (CPA)  certificates. 

Govenmient  Auditing  Standards,  the  Single  Audit  Act  Amendments  of  1996  and  0MB  Circular 
A- 133  require  the  auditor  to  issue  certain  financial,  internal  control,  and  compliance  reports. 
This  individual  agency  audit  report  is  not  intended  to  comply  with  these  reporting  requirements 
and  is  therefore  not  intended  for  distribution  to  federal  grantor  agencies.  The  Legislative  Audit 
Division  issues  a  statewide  biennial  Single  Audit  Report  which  complies  with  the  above 
reporting  requirements.  The  Single  Audit  Repon  for  the  two  fiscal  years  ended  June  30,  1999, 
will  be  issued  by  March  31,  2000.  Copies  of  the  Single  Audit  Repon,  when  available,  can  be 
obtained  by  contacting: 


Single  Audit  Coordinator 

Office  of  Budget  and  Program  Planning 

State  Capitol 

Helena  MT  59620 

Phone  (406)  444-3616 


Legislative  Audit  Division 
Room  135,  State  Capitol 
PO  Box  201705 
Helena  MT  59620-1705 
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November  1999 


To  the  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

This  is  our  financial  audit  report  on  the  Public  Employees'  Retirement  Board  (PERB),  a 
component  unit  of  the  state  of  Montana,  for  the  fiscal  year  ended  June  30,  1999.  The  PERB 
administers  the  following  retirement  systems: 

Public  Employees'  Retirement  System 

Municipal  Police  Officers'  Retirement  System 

Game  Wardens'  and  Peace  Officers'  Retirement  System 

Sheriffs'  Retirement  System 

Judges'  Retirement  System 

Highway  Patrol  Officers'  Retirement  System 

Firefighters'  Unified  Retirement  System 

Volunteer  Firefighters'  Compensation  Act 

Responsibility  for  the  accuracy  of  the  financial  records  and  preparation  of  the  financial 
statements  rests  with  the  Public  Employees'  Retirement  Board. 

The  objective  of  our  audit  was  to  determine  if  the  financial  statements  for  the  PERB  fairly 
present  its  financial  position  as  of  June  30,  1999,  and  the  changes  in  plan  net  assets  for  the 
fiscal  year  then  ended,  in  conformity  with  generally  accepted  accounting  principles.   While 
our  audit  procedures  were  limited  to  fiscal  year  1998-99  activity,  our  opinion  encompasses 
two  fiscal  years  because  the  PERB  presents  comparative  statements.   As  pan  of  our  audit 
procedures,  we  verified  that  the  fiscal  year  1997-98  information  contained  in  these 
statements  agreed  to  the  prior  year  audited  financial  statements. 

We  issued  an  unqualified  opinion  on  the  financial  statements  of  the  PERB.   An  unqualified 
opinion  means  a  reader  can  rely  on  the  information  presented  in  the  financial  statements. 
The  independent  auditor's  report  appears  on  page  A- 1  of  this  repon.  The  financial 
suiements  and  related  note  disclosure  begin  on  page  A-6. 

Our  office  completed  a  financial  audit  for  the  fiscal  year  ended  June  30.  1997  and  a 
financial-compliance  audit  for  the  fiscal  year  ended  June  30,  1998.  The  prior  financial- 
compliance  audit  report  contained  no  recommendations. 

Our  audit  opinion  on  the  financial  statements  is  also  contained  in  the  PERB  Comprehensive 
Annual  Financial  Repon.   Copies  of  the  annual  report  for  fiscal  year  1998-99  can  be 
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obtained  from  the  Public  Employees'  Retirement  Board  at  the  address  listed  on  page  i.  The 
annual  report  contains  additional  background,  statistical,  and  actuarial  information  not 
included  in  this  audit  report  which  may  be  of  interest  to  legislators  or  the  public. 

We  thank  the  executive  director  and  his  staff  for  their  assistance  and  cooperation.  They 
reviewed  and  agreed  with  the  contents  of  the  report. 


Respectfully  submitted 


Legislative  Auditor 


Appointed  and  Administrative  OfYicials 


Public  Employees' 

Term 

Retirement  Board  Members 

Expires 

Tern  Teichrow.  President 

Helena 

3/31/00 

Carole  Care\ ,  Vice  President 

Ekalaka 

3/31/02 

Robert  Griffith 

Helena 

3/31/03 
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Division  Administrative 

Mike  O'Connor,  Executive  Director 

Officials 

Kim  Flatow.  Benefits  Bureau  Chief 
Roxanne  Minnehan,  Operations  Bureau  Chief 


For  additional  information  concerning  the  Montana  Public  Employees' 
Retirement  Division,  contact  Mike  O'Connor,  Executive  Du-ector,  at: 

1712  Ninth  Avenue 
PO  Box  200131 
Helena  MT  59620-0131 
(406)444-3154 


e-mail:  moconnor@state.mt.us 


Members  of  the  audit  staff  involved  in  this  audit  were  Chris  G.  Darragh,  Wayne  D.  Guazzo,  Cindy  S. 
Jorgenson,  and  Jenny  Solem. 


Page  i 


Digitized  by  the  Internet  Archive 

in  2010  with  funding  from 

Montana  State  Library 


http://www.archive.org/details/publicemployeesr1999mont 


LEGISLATIVE  AUDIT  DIVISION 
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INDEPENDENT  AUDITOR'S  REPORT 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Combined  Statement  of  Plan  Net  Assets  and 
Combined  Statement  of  Changes  in  Plan  Net  Assets  of  the  Public  Employees' 
Retirement  Board,  a  component  unit  of  the  state  of  Montana,  as  of  June  30,  1999  and 
1998,  and  for  the  two  fiscal  years  then  ended.  The  information  contained  in  these 
financial  statements  is  the  responsibility  of  the  Public  Employees'  Retirement  Board. 
Our  responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on  our 
audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards. 
Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable 
assurance  about  whether  the  financial  statements  are  free  of  material  misstatement.   An 
audit  includes  examining,  on  a  test  basis,  evidence  supporting  the  amounts  and 
disclosure  in  the  financial  statements.  An  audit  also  includes  assessing  the  accounting 
principles  used  and  significant  estimates  made  by  management,  as  well  as  evaluating  the 
overall  financial  statement  presentation.  We  believe  that  our  audit  provides  a 
reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material 
respects,  the  financial  position  of  the  Public  Employees'  Retirement  Board  as  of 
June  30,  1999  and  1998,  and  its  changes  in  plan  net  assets  for  the  two  fiscal  years  then 
ended,  in  conformity  with  generally  accepted  accounting  principles. 

Our  audit  was  made  for  the  purpose  of  forming  an  opinion  on  the  basic  financial 
statements  taken  as  a  whole.  The  Schedules  of  Administrative  Expenses,  Investment 
Expenses,  and  Consultants  are  presented  for  purposes  of  additional  analysis  and  are  not 
a  required  pan  of  the  basic  financial  statements  of  the  Public  Employees'  Retirement 
Board.  Such  information  has  been  subjected  to  the  auditing  procedures  applied  in  the 
audit  of  the  basic  financial  statements  and,  in  our  opinion,  based  upon  our  audit,  is 
fairly  presented  in  all  material  respects  in  relation  to  the  basic  financial  statements  taken 
as  a  whole. 
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The  Schedule  of  Funding  Progress,  Schedule  of  Employer  Contributions  &  Other 
Contributing  Entities,  and  Year  2000  Issue  (Y2K)  are  not  a  required  pan  of  the  basic 
financial  statements  but  are  supplementary  information  required  by  the  Governmental 
Accounting  Standards  Board.  We  have  applied  certain  limited  procedures,  which 
consisted  principally  of  inquiries  of  management  regarding  the  methods  of 
measurement  and  presentation  of  the  supplementary  information.  However,  we  did  not 
audit  the  information  and  express  no  opinion  on  it. 

Respectfully  submitted, 

James  Gillett,  CPA 
Deputy  Legislative  Auditor 

October  12,  1999 
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Definition  of  Acronyms 


PERS 

MPORS 

GWPORS 

SRS 

JRS 

HPORS 

FURS 

VFCA 


Public  Employees'  Retirement  System 

Municipal  Police  Officers"  Retirement  System 

Game  Wardens'  and  Peace  Officers'  Retirement  System 

Sheriffs'  Retirement  System 

Judges'  Retirement  S\stem 

Highway  Patrol  Officers"  Retirement  System 

Firefighters"  Unified  Retirement  S\stem 

Volunteer  Firefighters"  Compensation  Act 
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Public  Employees'  Retirement  Board 

A  Component  Unit  of  the  State  of  Montana 

Combined  Statement  of  Plan  Net  Assets 

As  of  June  30,  1999  with  comparative  totals  for  the  year  ended  June  30,  1998 


PERS 


MPC«S        GWPCKS 


Assets 
Cash  and  Short-tenn  Investments 
Securities  Lending  Collateral  (Note  A.3.f) 


S         76,621432        2387,162  1,437,738 

202,813,414        9398,872         2,419,813 


Receivables 
Interest 
Accounts  Receivable 


9,115357  397,853  100,802 

6,224^78        5,874,137  71,682 


Total  Receivables 


15339,635        6^71,990 


172,484 


Investments,  al  fair  value  (Note  A.3.) 
Montana  Stock  Pool  (MTCP) 
Montana  International  Pool  (MITP) 
Leveraged  Buy-CXits 
Mortgages  &  Commercial  Loans 
Real  Estate  Investment  Pool  (MTRP) 
RetirenEnt  Fund  Bond  Pool  (RFBP) 
Venture  Capital 


1312,022,259  58,882,966  15^39,026 

140,462,046  4,1(M,994  1,026048 

56,M3,783  2^65,746  566,439 
124,506,865 

713%,885  2,875,618  736,147 

912,161391  45,667,502  11,511,941 

14343^90 


Total  Investments 

2,631,936,719 

113,7%,826 

29,079,801 

Property  and  Equipment,  at  cost, 

net  of  accuniilated  depreciation  (Note  A.2.) 

133,681 

Total  Assets 

2,926,844,981 

131,854,850 

33,109,836 

Liabilities 

Securities  Lending  Collateral  Liability 
Unaccuimlaied  Mortgage  Discount 
Accounts  Payable 
Deferred  Revenue 
Compensated  Absences 


202,813,414 

9398,872 

2,419,813 

3310 

997,684 

137089 

34044 

34376 

3,189 

121,286 

Total  Liabilities 


203,970,070        9,539350         2,4SI,057 


Net  Assets  Held  in  Trust  for  Pension  Benefits 

(see  schedule  of  funding  progress  for  each  plan,  page  A-32) 


$    2,722,874,911     1223154500       30,655,779 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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SRS 


JRS 


HPORS 


FURS 


VFCA 


TOTALS 
1999  1998 


4,929,782  1,242,977  2,134,796         2,489J96  259.998  91,503381  63.672.461 

9.520.656         3,353,414         6,235,140         8,778,535  1.597,718        244,117,562        192.760.677 


397,536 

138,340 

261.113 

374,777 

64,849 

10,850,627 

10,278.800 

275,576 

41,243 

252,403 

5J64,146 

945347 

18,948,812 

18.154.646 

673.112 

1 79.583 

513,516 

5.638.923 

1.010.196 

29,799,439 

28.433.446 

59,865,509 

18,935,694 

35,881,579 

58,046,935 

5,292,728 

1,564,166,696 

1359,724,949 

4,104,994 

2,052,497 

3,078,745 

3,078,745 

1,026,249 

158,934,518 

88,474.146 

2,265,748 

1,132,876 

1,699315 

1,699315 

566,439 

66,839,661 
124,506,865 

64,267.124 
121,779,262 

2.912ai4 

988,098 

1,861,715 

2,752J23 

247,728 

83,970,628 

2,703,564 

45.401,057 

15,909.956 

30312,255 

42,831,053 

8361,417 

1,112,156.772 
14,543,290 

1,167,098.260 
10.740,461 

114.549.522 

39.019,121 

72,833,609 

108.408,271 

15,494,561 

3,125,118,430 

2,814.787.766 

133,681 


146.716 


129.673.072       43.795,095       81,717,061      125315,125        18,362,473     3,490,672,493     3,099.801.066 


9,520.656         3353,414         6,235,140         8,778,535         1,597,718        244,117,562        192,760,677 

3310 
22,488                2,909               19,084              26,462              23,694            1,263,854            7,510356 
2,633                                         6,167                8,119                                         54,484  65,482 
121,286 116.063 

9.545,777         3356323         6J60391  8.813.116  1,621,412        245,560.496        200.452.578 


120.i:-.295       40.438.-'-72        75.456,6-0      116.502.009        16.741,061     3,245,111.997     2.809348.488 
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Public  Employees'  Retirement  Board 

A  Component  Unit  of  the  State  of  Montana 

Combined  Statement  of  Changes  in  Plan  Net  Assets 

As  of  June  30,  1999  with  comparative  totals  for  the  year  ended  June  30,  1998 


PERS 


MPORS 


GWPORS 


Additions 

Contributions  (Note  B) 

Employer 

$ 

47,541,757 

2,704,107 

931,326 

Plan  Member 

49,251,644 

2,153,380 

932,852 

Membership  Fees 

29,291 

Interest  Reserve  Buyback 

52,460 

627 

7,763 

Retirement  Incentive  Program 

167,928 

Registration  Fees 

License  Fee  Collections 

State  Contribution 

341,099 

5,576,223 

Total  Contributions 

97,384,179 

10,434337 

1,871,941 

Operating  Income 

Operating  Income 

109,984 

1,274 

540 

Total  Operating  Income 

109,984 

1,274 

540 

Investment  Income  (Note  A. 3.) 

Net  Appreciation  (Depreciation) 

in  Fair  Value  of  Investments 

180,542300 

7,605,936 

2,086315 

Interest 

96,484360 

4,082,469 

1,046,939 

Dividends 

17,692353 

776,582 

202356 

Securities  Lending  Income 

10.573,533 

490,511 

125,656 

305,292,546 

12,955,498 

3,461,266 

Less: 

Investment  Expense 

1,917,898 

57,700 

14,654 

Securities  Lending  Rebates  and  Fees 

9,971,666 

464,421 

118,978 

11,889,564 

522,121 

133,632 

Net  Investment  Income 

293,402,982 

12,433377 

3327,634 

Total  Additions 

390,897,145 

22,868,988 

5,200,115 

Deductions  (Note  B) 

Benefits 

91,521,090 

8,278,547 

1,153,214 

Refund  of  Member  Contributions 

11,294,071 

299,069 

72,715 

Employer  Refund 

408,968 

31,054 

376 

Supplemental  Insurance  Payments 

Administrative  Expense 

1,343,598 

33,009 

13,987 

Repairs  &  Maintenance 

11,459 

Total  Deductions 

104,579,186 

8,641,679 

1,240,292 

Net  Increase 

286317,959 

14,227309 

3,959,823 

Net  Assets  Held  in  Trust  for  Pension  Benefits 

Beginning  of  Year 

2,436,552,970 

108,088,191 

26,695,956 

Prior  Period  Adjustment  (Note  A.) 

3,982 

End  of  Year 

$ 

2,722,874,911 

122,315,500 

30,655,779 

The  notes  to  the  financial  statements  are  an  integral  part 

of  this  statement. 
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SRS 


JRS 


HPORS 


FURS 


VFCA 


TOTALS 
1999  1998 


2,081,778 
2,147,053 

12,736 


822,796 
223,156 


1,651,519 
598,378 


285,095 
657,101 


2,284,004 
1,679,164 


5,075,101 


944,434 


58,017,287 

56,985,627 

29^91 

73,591 

167,928 

285,095 

657,101 

11,936,857 


55,163,405 

55,784,017 

29,523 

115,943 

196,250 

281,874 

688,197 

11,293,049 


4,241,567 

1.045,952 

3,192,098 

9,038,269 

944,434 

128,152,777 

123,552.258 

859 

108 

508 

1,015 

913 

115,201 

61.200 

859 

108 

508 

1,015 

913 

115^01 

61,200 

8J32,I14 

2.589.906 

4,760,602 

7,566.740 

650.577 

214,034,490 

280,118,025 

4,116392 

1.459.816 

2.726.002 

3,803,657 

750.121 

114,469,756 

111.445.819 

798,437 

257.559 

488,053 

761,143 

69,957 

21,046,440 

22,263,082 

494,941 

173.570 

324,860 

460J25 

82,653 

12,726,049 

13,557,066 

13,641,884 

4,480,851 

8.299,517 

12,591,865 

1.553308 

362,276,735 

427383,992 

58,257 
468,601 

25,507 
163,986 

40,976 
307,405 

47,769 

436,273 

11,748 

78,181 

2,174,509 
12,009,51 1 

1,919,071 
13,080,584 

526,858 

189,493 

348381 

484,042 

89.929 

14,184,020 

14,999,655 

13,115,026 

4,291358 

7,951.136 

12,107,823 

1.463379 

348,092,715 

412384337 

17J57.452 

5337.418 

11.143,742 

21,147,107 

2,408,726 

476360,693 

535,997,795 

2364,489 

314,824 

12,196 

22,239 


1319,084 


2,797 


4,085,281 
81,853 
13,825 

13,148 


6,995,439 
61,230 


26,295 


813,527 


11,100 

23,638 


1164530,671 

12,123,762 

466,419 

11,100 

1,478,711 

11,459 


110^84,550 

12,275,761 

627,663 

12,525 

1341,406 

19,841 


2,713,748 

1321.881 

4,194,107 

7,082,964 

848.265 

130.622,122 

124.561.746 

14.643,704 
105,483.591 

4.015,537 
36,402a79 

6,949,635 
68,507,035 

14,064,143 
102,437,866 

1,560.461 
15,180,600 

345.738,571 
2,899348,488 

411.436.049 

2,487,977,072 

20,956 

24,938 

(64.633) 

120,127.295 

40,438.772 

75,456,670 

116.502.009 

16.741.061 

3,245,111,997 

2.899,348.488 
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Public  Employees'  Retirement  Board 

A  Component  Unit  of  the  State  of  Montana 

Notes  to  the  Financial  Statements 

for  the  Fiscal  Years  Ended  June  30,  1999  and  1998 


The  Public  Employees"  Retirement  Board  (PERB)  administers  eight  defined  benefit 
retirement  plans  -  the  Public  Employees"  Retirement  System  (PERS),  Municipal  Police 
Officers"  Retirement  System  (MPORS),  Game  Wardens  and  Peace  Officers"  Retirement 
System  (GWPORS),  Sheriffs"  Retirement  System  (SRS).  Judges'  Retirement  System  (JRS), 
Highway  Patrol  Officers'  Retirement  System  (HPORS),  Firefighters"  Unified  Retirement 
System  (FURS)  and  the  Volunteer  Firefighters'  Compensation  Act  (VFCA).  Each  plan's  assets 
are  maintained  separately  and  may  be  used  only  for  the  payment  of  benefits  to  the  members  of 
that  plan  and  to  pay  administrative  expenses  of  the  plan,  in  accordance  with  the  terms  of  the 
plan  as  prescribed  in  Title  19,  of  the  Montana  Code  Annotated. 

A.        Summary  of  Signiflcant  Accounting  Policies 

1.  Basis  of  Accounting 

The  PERB  is  a  discretely  presented  component  unit  Pension  Trust  Fund  of  the 
State  of  Montana  financial  reporting  entity.  The  accounting  records  and  financial 
statements  are  prepared  by  the  staff  of  the  PERB  using  the  accrual  basis  of 
accounting.  Plan  member  contributions  are  recognized  in  the  period  in  which 
contributions  are  due.  Employer  contributions  are  recognized  when  due  and  the 
employer  has  made  a  formal  commitment  to  provide  the  contributions.  Benefits 
and  refunds  are  recognized  in  the  accounting  period  in  which  they  are  earned 
and  become  measurable.  Administrative  expenses  are  financed  through  asset 
holdings  in  each  plan  and  membership  fees. 

The  Statement  of  Plan  Net  Assets  and  the  Statement  of  Changes  in  Plan  Net 
Assets  includes  a  prior  period  adjustment  for  PERS  and  JRS.  The  prior  period 
adjustment  in  PERS  represents  income  earned  in  fiscal  year  ended  June  30, 
1998  which  was  not  previously  reported.  The  prior  period  adjustment  in  JRS 
represents  district  court  fees  which  were  not  previously  reported. 

2.  Property  and  Equipment  Used  in  Operations 

The  PERB  building  is  a  fixed  asset  used  in  operations  and  is  reported  at 
historical  cost  (plus  improvements)  net  of  depreciation.  The  depreciation  is 
calculated  using  the  straight-line  method  over  the  estimated  useful  life  of  40 
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years.  Land  is  presented  at  historical  cost.  Equipment,  valued  at  $5,000  or 
more,  is  recorded  at  cost  less  straight  line  depreciation  over  the  estimated  useful 
life  of  five  to  ten  years.  Equipment  under  $5,000  is  expensed  in  the  year 
purchased. 

The  State  of  Montana  implemented  a  policy  change  for  capitalization  of  fixed 
assets  effective  July  1,  1997.  During  fiscal  year  1998,  the  capitalization 
threshold  for  fixed  assets  was  increased  from  $1,000  to  $5,000.  As  a  result  of 
this  policy  change  all  fixed  assets  with  a  value  of  less  than  $5,000  were  removed 
from  the  accounting  records.  The  Statement  of  Changes  in  Plan  Net  Assets 
includes  a  prior  period  adjustment  to  reflect  this  change. 

Method  Used  to  Value  Investments 

Investments  of  the  funds  are  invested  and  managed  on  the  funds'  behalf  by  the 
Montana  Board  of  Investments  (BOI),  Department  of  Commerce.  Investments 
are  purchased  in  accordance  with  the  statutorily  mandated  "prudent  expert 
principle".  Investments  are  reported  at  fair  value.  There  are  five  major 
diversified  pools:  Montana  Short  Term  Investment  Pool  (STIP),  Montana  Stock 
Pool  (MTCP),  Retirement  Funds  Bond  Pool  (RFBP),  Montana  International 
Pool  (MTIP)  and  the  Montana  Real  Estate  Pool  (MTRP). 

a.  STIP  portfolio  includes  asset-backed  securities,  bankers'  acceptances, 
certificates  of  deposit,  commercial  paper,  corporate  and  government 
securities,  repurchase  agreements  and  variable-rate  (floating-rate) 
instruments.  These  securities  provide  a  diversified  portfolio  earning  a 
competitive  total  rate  of  return.  Funds  may  be  invested  for  relatively 
short  periods.  The  PERB  elects  to  have  all  STIP  income  automatically 
reinvested.  Investments  are  reported  at  fair  value  based  on  market  prices 
supplied  to  the  BOI  by  various  pricing  services.  The  unit  value  is  fixed  at 
$1.00.  A  purchased  unit  earns  income  on  the  purchase  date  and  ceases  to 
earn  income  on  the  day  before  the  unit  is  sold.  STIP  income  reflects  the 
monthly  earnings  of  the  STIP  portfolio  and  is  distributed  on  the  first 
calendar  day  of  the  month  with  the  exception  of  the  June  distribution. 
Income  for  June  is  distributed  on  the  last  calendar  day  of  the  month. 
Administrative  expenses  incurred  by  the  BOI  are  charged  daily  to  STIP 
based  on  their  expenses  applicable  to  STIP.  STIP  investments  are 
required  to  have  the  highest  rating  in  the  short  term  category  by  any 
nationally  recognized  statistical  rating  organization.  STIP  is  considered 
an  external  investment  pool  per  the  Governmental  Accounting  Standards 
Board  (GASB)  Statement  No.  31,  and  participation  is  voluntary. 
Disclosure  about  Derivatives:  STIP  holds  two  types  of  securities  required 
to  be  disclosed  per  the  GASB:  asset-backed  securities  are  collateralized 
by  a  pool  of  mortgage  and  non-mortgage  assets  pledged  by  the  issuer. 
Variable-rate    (floating-rate)    securities    are    sensitive   to    interest   rate 
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changes.  There  are  no  legal  risks  that  the  BOI  is  aware  of  regarding  any 
STIP  investments. 

b.  MTCP  portfolio  includes  common  stock  in  public  corporations  and 
convertible  equity  securities.  MTCP  is  carried  at  fair  value  for  financial 
reporting  purposes.  Fair  values  for  publicly  traded  convertible  debt 
securities  are  determined,  primarily,  by  reference  to  market  prices 
supplied  to  the  BOI  by  its  custodial  bank.  State  Street  Bank  and  Trust,  or 
various  brokerage  services.  Equity  investments,  traded  on  a  national 
security  exchange,  are  stated  at  the  last  reported  sales  price  on  valuation 
day,  while  equity  securities  traded  in  the  over-the-counter  market  are 
stated  at  the  last  quoted  bid  price.  Unit  values  are  calculated  once  a 
month  at  the  close  of  the  last  business  day  of  the  month,  based  upon  the 
fair  value  of  the  MTCP  equity  holding  and  other  assets.  Units  are 
bought/sold  upon  the  decision  of  the  BOI's  Investment  Officer. 
Investments  in  common  stock  cannot  exceed  50%  of  the  fund  [17-6-201, 
MCA]. 

c.  RFBP  portfolio  includes  corporate  asset-backed,  other  corporate,  U.S. 
government  mortgage-backed,  U.S.  government  and  yankee  securities. 
RFBP  investments  are  presented  at  fair  value.  Fair  values  are 
determined,  primarily,  by  reference  to  fair  prices  supplied  to  the  BOI  by 
its  custodial  bank.  State  Street  Bank  and  Trust.  Premiums  and  discounts 
are  amortized/accreted  using  the  straight-line  or  interest  method  to  the 
call,  average  life  or  maturity  date  of  the  securities.  Unit  values  are 
calculated  weekly,  based  on  portfolio  pricing,  to  allow  for  participant 
transactions  to  occur  as  determined  by  the  BOI's  Investment  Officer. 
Accumulated  income  is  distributed  monthly  on  the  first  calendar  day  of 
the  month.  Realized  portfolio  gains/losses  are  distributed,  at  least 
annually.  Disclosure  about  Derivatives:  The  RFBP  portfolio  includes 
structured  financial  instruments  known  as  REMICs  (Real  Estate 
Mortgage  Investment  Conduits).  These  securities  are  required  to  be 
disclosed  per  the  GASB.  REMICs  are  pass-through  vehicles  for 
multiclass  mortgage-backed  securities.  Some  REMICs  are  principal-only 
strips  (POs)  and  interest-only  (lOs).  As  of  June  30,  1999,  the  pool  had 
no  legal  risk. 

d.  MTIP  portfolio  includes  equity  investments  in  four  funds  -  BOI's 
Internal  International,  Pyrford  International,  Schroder  Capital 
Management  International  and  SG  Pacific  Asset  Management.  The  four 
funds  may  invest  in  securities  of  foreign-based  corporations  listed  on 
legal  and  recognized  foreign  exchanges  as  well  as  domestic  exchanges. 
Investments  are  presented  at  current  U.S.  dollar  value  after  conversion 
from  foreign  currency  by  the  custodial  bank.  State  Street  Bank  and 
Trust.  Unit  values  are  calculated  once  a  month  at  the  close  of  the  last 
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business  day  of  the  month.  Realized  gains/losses  from  the  sale  of 
securities  and  related  foreign  exchange  transactions  are  retained  by  the 
fund.  MTIP  income  is  distributed  quarterly  to  the  retirement  fund,  net  of 
external  manager  fees  and  administrative  expenses,  on  the  first  business 
day  of  the  following  month. 

MTRP  portfolio  includes  common  or  preferred  stocks  or  securities, 
securities  convertible  into  common  stock  and  preferred  stocks.  MTRP 
common  stock  represents  ownership  units  (shares)  of  a  corporation 
investing  in  real  estate.  MTRP  was  created  by  the  BOI  to  allow 
retirement  funds  the  opportunity  to  participate  in  the  Real  Estate 
Investment  Trust  (REIT)  equity  market  and  other  real  estate  investments 
via  a  diversified  pool.  Effective  July  1,  1998,  the  Montana  Stock  Pool 
(MTCP)  transferred  20  REIT  investments  and  STIP  investments  to  the 
new  Montana  Real  Estate  Pool  (MTRP).  A  REIT  is  a  corporation  that 
combines  the  capital  of  many  investors  to  acquire  or  provide  financing 
for  all  forms  of  real  estate.  Investments  are  presented  at  fair  value.  REIT 
investments,  traded  on  a  national  security  exchange,  are  stated  at  the  last 
reported  sales  price  on  valuation  day,  while  REIT  securities  traded  in  the 
over-the-counter  market  are  stated  at  the  last  quoted  bid  price.  The 
MTRP,  as  an  internal  investment  pool,  invests  its  excess  cash,  by  law,  in 
the  BOI's  STIP,  an  external  investment  pool.  Unit  values  are  calculated 
weekly  and  at  the  close  of  the  last  business  day  of  the  month,  based  on 
the  fair  value  of  REIT  holdings.  Based  on  the  BOI  Investment  Officer's 
decision,  participants  may  buy  or  sell  units  on  the  first  business  day  of 
each  month.  Depending  on  stock  market  conditions  and  the  investment 
officer's  analysis,  unit  values  may  be  calculated  during  the  month  to 
permit  participants  to  buy  or  sell  units  the  following  business  day. 

Other  Investments  includes  securities  classified  as  venture  capital, 
leveraged  buy-outs,  real  estate  and  mortgages.  Corporate  asset-backed 
securities  represent  debt  securities  collateralized  by  a  pool  of  assets.  US 
government  mortgage-backed  securities  reflect  participation  in  a  pool  of 
residential  mortgages.  Venture  capital  represents  private  equity 
investments  in  early  stage  financing  of  rapidly  growing  companies  with 
an  innovative  product  or  service.  Leveraged  buy-outs  permit  investment 
groups  to  acquire  a  company  by  leveraging  debt,  as  a  financing 
technique,  to  establish  a  significant  ownership  position  on  behalf  of  the 
company's  current  management  team.  The  other  investments  portfolio 
also  includes  structured  financial  instruments  known  as  REMICS  (Real 
Estate  Mortgage  Investment  Conduits).  REMICS  are  pass-through 
vehicles  for  multiclass  mortgage  backed  securities.  Some  of  the  other 
investment  REMICs  are  principal-only  strips  (POs).  PO  investments 
represent  the  separate  purchase  of  the  principal  or  interest  cash  flows  of 
a  mortgage  security.  POs  receive  cash  flow  from  the  principal  payment 
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component  on  underlying  mortgage  loans.  These  securities  are  purchased 
for  portfolio  diversification  and  a  competitive  rate  of  return.  Real  estate 
investments  and  residential  and  commercial  mortgages  are  valued  based 
on  a  discounted  cash  flow.  All  other  investments  are  presented  at  fair 
value.  Fair  values  are  determined,  primarily,  by  reference  to  fair  value 
prices  supplied  to  the  BOI  by  its  custodial  bank.  State  Street  Bank  and 
Trust,  or  various  brokerage  services. 

g.  Securities  Lending  Under  the  provisions  of  state  statutes,  the  BOI  has, 
via,  a  Securities  Lending  Authorization  Agreement  authorized  the 
custodial  bank.  State  Street  Bank  and  Trust,  to  lend  the  BOI's  securities 
to  broker-dealers  and  other  entities  with  a  simultaneous  agreement  to 
reairn  the  collateral  for  the  same  securities  in  the  fuUire.  During  the 
period  the  securities  are  on  loan,  the  BOI  receives  a  fee  and  the  custodial 
bank  must  initially  receive  collateral  equal  to  102  percent  of  the  fair 
value  of  the  loaned  security  and  maintain  collateral  equal  to  not  less  than 
100  percent  of  the  fair  value  of  the  loaned  security.  The  BOI  retains  all 
rights  and  risks  of  ownership  during  the  loan  period. 

During  fiscal  year  1999,  State  Street  Bank  and  Trust  lent,  on  behalf  of 
the  BOI,  certain  securities  held  by  State  Street  Bank  and  Trust,  as 
custodian,  and  received  US  dollar  currency  cash,  US  government 
securities,  and  irrevocable  bank  letters  of  credit.  State  Street  Bank  and 
Trust  does  not  have  the  ability  to  pledge  or  sell  collateral  securities 
unless  the  borrower  defaults. 

The  BOI  did  not  impose  any  restrictions  during  fiscal  year  1999  on  the 
amount  of  the  loans  that  State  Street  Bank  and  Trust  made  on  its  behalf. 
There  were  no  failures  by  any  borrowers  to  return  loaned  securities  or 
pay  distributions  thereon  during  fiscal  year  1999.  Moreover,  there  were 
no  losses  during  fiscal  year  1999  resulting  from  a  default  of  the 
borrowers  or  State  Street  Bank  and  Trust. 

During  fiscal  year  1999,  the  BOI  and  the  borrowers  maintained  the  right 
to  terminate  all  securities  lending  transactions  on  demand.  The  cash 
collateral  received  on  each  loan  was  invested,  together  with  the  cash 
collateral  of  other  qualified  plan  lenders,  in  a  collective  investment  pool, 
the  Securities  Lending  Quality  Trust.  The  relationship  between  the 
average  maturities  of  the  investment  pool  and  the  BOI's  loans  was 
affected  by  the  maturities  of  the  loans  made  by  other  plan  entities  that 
invested  cash  collateral  in  the  collective  investment  pool,  which  the  BOI 
could  not  determine.  On  June  30,  1999,  the  BOI  had  no  credit  risk 
exposure  to  borrowers. 
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B.        Plan  Descriptions  and  Contribution  Information 

The  plans  are  established  and  amended  statutorily  by  the  Legislature.  In  all  plans 
(except  the  VFCA),  if  a  member  leaves  covered  employment  before  retirement, 
member  contributions  plus  accrued  interest  may  be  refunded  to  the  member.  If  a 
member  returns  to  service  and  repays  the  withdrawn  contributions  plus  the  interest  the 
contributions  would  have  earned  had  they  remained  on  deposit,  membership  service  is 
fully  restored. 

Membership  of  each  plan  consisted  of  the  following  at  June  30,  1999: 


PERS  Membership 

Number  of  participating  employers 

504 

Active  plan  members 

28,662 

Terminated  plan  members  entitled  to 

but  not  yet  receiving  benefits  or  a  refiind: 

Vested 

1,722 

Non-vested 

9,202 

Retirees  and  beneficiaries  receiving  benefits: 

Service  Retirements 

12.659 

Disability  Retirements 

314 

Survivor  Benefits 
Total 

265 

13,238 

MPORS  Membership 

Number  of  participating  employers 

21 

Active  plan  members 

554 

Terminated  plan  members  entitled  to 

but  not  yet  receiving  benefits  or  a  refund: 

Vested 

11 

Non-vested 

51 

Retirees  and  beneficiaries  receiving  benefits: 

Service  Retirements 

488 

Disability  Retirements 

22 

Survivor  Benefits 
Total 

30 

540 
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GWPORS  Membership 

Number  of  participating  employers 

8 

Active  plan  members 

388 

Terminated  plan  members  entitled  to 

but  not  yet  receiving  benefits  or  a  refund: 

Vested 

3 

Non-vested 

43 

Retirees  and  beneficiaries  receiving  benefits: 

Service  Retirements 

74 

Disability  Retirements 

2 

Survivor  Benefits 
Total 

4 

80 

SRS  Membership 

Number  of  participating  employers 

56 

Active  plan  members 

617 

Terminated  plan  members  entitled  to 

but  not  yet  receiving  benefits  or  a  refund: 

Vested 

23 

Non-vested 

143 

Retirees  and  beneficiaries  receiving  benefits: 

Service  Retirements 

173 

Disability  Retirements 

27 

Survivor  Benefits 

13 

Total 

213 

JRS  Membership 

Number  of  participating  employers 

1 

Active  plan  members 

44 

Terminated  plan  members  entitled  to 

but  not  yet  receiving  benefits  or  a  refund: 

Vested 

1 

Non-vested 

0 

Retirees  and  beneficiaries  receiving  benefits: 

Service  Retirements 

46 

Disability  Retirements 

0 

Survivor  Benefits 

Total 

2 

48 
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HPORS  Membership 

Number  of  participating  employers 
Active  plan  members 

1 
186 

Terminated  plan  members  entitled  to 

but  not  yet  receiving  benefits  or  a  refund: 
Vested 

7 

Non-vested 

25 

Retirees  and  beneficiaries  receiving  benefits: 
Service  Retirements 

236 

Disability  Retirements 
Survivor  Benefits 
Total 

7 
11 

254 

FURS  Membership 

Number  of  participating  employers 

14 

Active  plan  members 

426 

Terminated  plan  members  entitled  to 

but  not  yet  receiving  benefits  or  a  refund: 

Vested 

5 

Non-vested 

40 

Retirees  and  beneficiaries  receiving  benefits: 

Service  Retirements 

418 

Disability  Retirements 

12 

Survivor  Benefits 
Total 

27 

457 

VFCA  Membership 

Active  plan  members 

Retirees  and  beneficiaries  receiving  benefits: 

Service  Retirements 

Survivor  Benefits 

Total 


2,564 

791 
1 


792 
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Public  Employees '  Retirement  System 

Plan  Description.  The  PERS  is  a  multiple-employer,  cost-sharing  defined  benefit  plan  that 
covers  the  State,  university  system  and  local  governments.  The  plan  was  established  in  1945 
and  is  governed  by  Title  19,  chapters  2  &  3  of  the  Montana  Code  Annotated.  Benefits  are 
established  by  state  law  and  can  only  be  amended  by  the  Legislature.  The  PERS  provides 
retirement,  disability  and  death  benefits  to  plan  members  and  their  beneficiaries.  Benefits  are 
based  on  age  and/or  years  of  service  and  final  average  salary.  Member  rights  are  vested  after 
five  years  of  membership  service.  A  brief  summary  of  eligibility  and  benefits  follows: 


PERS  Summary  of  Benefits                                               1 

Members  final  average  salary  (FAS) 

Highest  average  consecutive  36  months 

Compensation 

Years  of  Service  required 

30  years  any  age; 

and/or  age  eligible  for  benefit 

Age  65  regardless  of  years  of  service,  if 

active; 

Age  60  with  5  years  of  service; 

Age  50  with  5  years  of  service  or  25  years  of 

service  -  actuarially  reduced 

Vesting 

5  years 

Monthly  benefit  formula 

1.785^c  of  FAS 

At  June  30.  1999  there  were  504  participating  employers  consisting  of: 


PERS  Employers 

Employers                                           June  30,  1999 

State  Agencies                                                        37 

June  30, 

1998 

37 

Counties                                                               55 

55 

Cities  &  Towns                                                      88 

87 

Colleges  &  Universities                                           6 

6 

School  Districts                                                  236 

233 

Other                                                                      82 

81 

Total  PERS  Employers                                       504 

499 

Contributions.  Member  and  employer  contribution  rates  are  established  by  state  law  and  may 
be  amended  only  by  the  Legislature.  The  member  contribution  rate  for  fiscal  years  1999  and 
1998  was  6.8%  of  total  monthly  compensation.  Contributions  are  deducted  from  each 
member's  salary  and  remitted  by  participating  employers.  An  individual  account  is  established 
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for  each  member's  contributions  and  interest  allocations  until  a  retirement  or  refund  request  is 
processed.  Each  State  agency  and  university  system  employer  contributed  6.8%  of  their  total 
PERS-covered  payroll  on  a  monthly  basis  during  fiscal  years  1999  and  1998.  The  participating 
local  governments  and  school  district  employers  contributed  6.7%  of  their  PERS-covered 
payroll.  The  State  contributed  0.1%  for  local  governments  and  school  district  employers  from 
the  general  fund  for  fiscal  years  1999  and  1998.  (Reference  Schedule  of  Contribution  Rates  on 
page  A-30.) 

Effective  July  1,  1999  member  contribution  rates  increase  to  6.9%.  The  employer  contribution 
rate  increases  to  6.9%  for  all  State  and  university  employers.  The  rate  will  increase  to  6.8% 
for  local  government  and  school  district  employers;  however,  the  State  will  continue  to 
contribute,  on  their  behalf,  0.1%  of  compensation  from  the  general  fund. 

Retirement  Incentive.  The  Legislature  provided  a  new  provision  of  the  Employee  Protection 
Act  (EPA)  [19-2-706,  MCA]  allowing  State  employees  (eligible  for  a  service  retirement) 
whose  positions  have  been  eliminated  to  have  their  employer  assisting  in  the  purchase  of  up  to 
three  years  of  "l-for-5"  additional  service.  As  of  June  30,  1999,  184  employees  have  taken 
advantage  of  this  provision.  The  employer  has  up  to  ten  years  to  complete  payment  for  the 
service  purchases  and  is  charged  8%  interest  on  the  unpaid  balance.  Total  retirement  incentive 
contributions  received  (including  interest)  during  fiscal  year  1999  totaled  $167,928.  The 
outstanding  balance  at  June  30,  1999  totaled  $445,614. 

Benefit  Enhancement.  Each  January  a  guaranteed  annual  benefit  adjustment  (GAB A)  of  1.5% 
is  provided  if  the  recipient  has  been  receiving  a  benefit  for  at  least  36  months  and  has  not 
received  any  other  benefit  equivalent  to  1.5%. 


Municipal  Police  Officers '  Retirement  System 

Plan  Description.  The  MPORS  is  a  multiple-employer,  cost-sharing  defined  benefit  plan  that 
covers  police  officers  employed  by  first  and  second  class  cities  and  other  cities  that  wish  to 
adopt  the  plan.  The  plan  was  established  in  1974  and  is  governed  by  Title  19,  chapters  2  &  9 
of  the  Montana  Code  Annotated.  Benefits  are  established  by  state  law  and  can  only  be  amended 
by  the  Legislature.  The  MPORS  provides  retirement,  disability  and  death  benefits  to  plan 
members  and  their  beneficiaries.  Benefits  are  based  on  age  and/or  years  of  service  and  final 
average  salary.  Membership  rights  are  vested  after  five  years  of  membership  service.  A  brief 
summary  of  eligibility  and  benefits  follows: 
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MPORS  Summary  of  Benefits                                           1 

Final  average  compensation  (FAC) 

Hired  prior  to  July  1,  1977:  average 

Monthly  compensation  of  final  year  of 

service; 

Hired  after  June  30,  1977:  average  of 

regular  monthly  compensation  salary  for 

last  36  consecutive  months. 

Years  of  Service  required 

20  years  regardless  of  age; 

and/or  age  eligible  for  benefit 

Age  50  with  5  years  of  service 

Vesting 

5  years 

Monthly  Benefit  Formula 

2.57c  of  FAC per^ear  of  service 

Contributions.  Member,  employer  and  State  contribution  rates  are  established  by  state  law  and 
amended  only  by  the  Legislature.  Member  contribution  rates  for  fiscal  years  1999  and  1998 
were  set  by  statute  at  7.8%  (for  members  hired  prior  to  July  1,  1975),  9.0%  (for  members 
hired  between  July  1,  1975  and  June  30,  1979),  10.5%  (for  members  hired  between  July  1, 
1979  and  June  30,  1997),  and  11%  for  members  hired  on  or  after  July  1,  1997  and  members 
electing  the  GABA.  Each  participating  city  contributed  14.41%,  during  fiscal  years  1999  and 
1998,  of  their  total  MPORS-covered  payroll  to  the  retirement  plan  on  a  monthly  basis.  The 
State  contributions  are  requested  at  the  beginning  of  the  next  fiscal  year  based  on  the  previous 
fiscal  year  salary  and  are  due  no  later  than  November  1 .  The  State  contribution  rate  for  fiscal 
years  1999  and  1998  is  29.37%.  (Reference  Schedule  of  Contribution  Rates  on  page  A-30.) 

The  1999  Legislature  amended  the  statutes  regarding  election  coverage  under  the  GABA. 
MPORS  members  who  had  not  elected  the  GABA  coverage  under  the  initial  election  have  the 
option  to  elect  the  GABA  prior  to  December  1,  1999.  Begirming  January  1,  2000  member 
contribution  rates  are  5.8%  (for  members  hired  prior  to  July  1,  1975),  7.0%  (for  members 
hired  between  July  1,  1975  and  June  30,  1979),  8.5%  (for  members  hired  between  July  1, 
1979  and  June  30,  1997),  and  9%  for  members  hired  on  or  after  July  1,  1997  and  members 
electing  the  GABA. 

Benefit  Enhancements.  Each  January  a  guaranteed  annual  benefit  adjustment  (GABA)  of 
1.5%  is  provided  if  the  recipient  has  been  receiving  a  benefit  for  at  least  36  months  and  has  not 
received  any  other  benefits  equivalent  to  1.5%,  and  has  elected  the  GABA  or  if  the  member 
was  hired  on  or  after  July  1,  1997.  For  members  not  electing  the  GABA,  the  monthly 
retirement,  disability  or  survivor's  benefit  must  be  at  least  one-half  of  the  salary  of  a  newly 
confirmed  police  officer  in  the  city  that  last  employed  the  member.  If  a  benefit  falls  below  that 
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minimum,  an  increase  is  paid  to  the  benefit  recipient.  If  a  member  or  retiree  elected  the 
GABA,  the  supplemental  benefit  is  not  available  to  them. 


Game  Wardens '  and  Peace  Officers '  Retirement  System 

Plan  Description.  The  GWPORS  is  a  multiple-employer,  cost-sharing  defined  benefit  plan  that 
covers  State  game  wardens  and  State  peace  officers  not  eligible  to  join  the  SRS  or  HPORS 
plans.  The  plan  was  established  in  1963  and  is  governed  by  Title  19,  chapters  2  &  8  of  the 
Montana  Code  Annotated.  Benefits  are  established  by  state  law  and  can  only  be  amended  by 
the  Legislature.  The  GWPORS  provides  retirement,  disability  and  death  benefits  to  plan 
members  and  their  beneficiaries.  Benefits  are  based  on  age  and/or  service  and  final  average 
salary.  Member  rights  are  vested  after  five  years  of  membership  service.  A  brief  summary  of 
eligibility  and  benefits  follows: 


GWPORS  Summary  of  Benefits 


Final  average  salary  (FAS) 


Years  of  service  required 

And/or  age  eligible  for  benefits 

Vesting 

Monthly  Benefit  Formula 


Average  monthly  compensation 
for  any  3  years  of  continuous 
service 

Age  50  and  20  years  of  service; 
Age  55  and  5  years  of  service  - 
involuntary  termination 

5  years 

2%  of  FAS  per  year  of  service 


At  June  30,  1999,  there  were  eight  participating  employers  consisting  of: 


Employers 

State  Agencies 
Colleges/Universities 


GWPORS  Employer  Types 

June  30,  1999 

5 
3 


June  30.  1998 

5 

3 


Number  of  GWPORS  employers 


8 


8 


Contributions.  Member  and  employer  contribution  rates  are  established  by  state  law  and  may 
be  amended  only  by  the  Legislature.  The  employee  contribution  rate  for  fiscal  years  1999  and 
1998  was  8.5%.  Contributions  are  deducted  from  each  member's  salary  and  remitted  by  the 
employer.  An  individual  account  is  established  for  each  member's  contributions  and  interest 
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allocations  until  a  retirement  or  refund  request  is  processed.  Each  State  agency  and  university 
employer  contributed  9.0%  of  total  GWPORS-covered  payroll  to  the  retirement  plan  on  a 
monthly  basis,  during  fiscal  years  1999  and  1998.  (Reference  Schedule  of  Contribution  Rates 
on  page  A-30.) 

Retirement  Incentive.  The  Legislamre  also  provided  a  new  provision  of  the  Employee 
Protection  Act  (EPA)  [19-2-706.  MCA]  allowing  State  employees  (eligible  for  a  service 
retirement)  whose  positions  have  been  eliminated  to  have  their  employer  assist  in  the  purchase 
of  up  to  three  years  of  "l-for-5"  additional  service.  The  employer  has  up  to  ten  years  to 
complete  payment  for  the  service  purchases  and  is  charged  8%  interest  on  the  unpaid  balance. 

Benefit  Enhancement.  Each  January  a  guaranteed  annual  benefit  adjustment  (GABA)  of  1.5% 
is  provided  if  the  recipient  has  been  receiving  a  benefit  for  at  least  36  months  and  has  not 
received  any  other  benefits  equivalent  to  1.5%. 


Sheriffs '  Retirement  System 

Plan  Description.  The  SRS  is  a  multiple-employer,  cost-sharing  defined  benefit  plan  that 
covers  all  Montana  sheriffs  and  Department  of  Justice  investigators  hired  after  July  1,  1993. 
The  plan  was  established  in  1974  and  is  governed  by  Title  19,  chapters  2  &  7  of  the  Montana 
Code  Annotated.  Benefits  are  established  by  state  law  and  can  only  be  amended  by  the 
Legislature.  The  SRS  provides  retirement,  disability  and  death  benefits  to  plan  members  and 
their  beneficiaries.  Benefits  are  based  on  age  and/or  years  of  service  and  final  average  salary. 
Member  rights  are  vested  after  five  years  of  service.  A  brief  summary  of  eligibility  and 
benefits  follows: 


SRS 

Summary  of  Benefits 

Final  average  salary  (FAS) 

Average  monthly  compensation  for  any  3 

years  of  continuous  service 

Years  of  service  required 

20  years  regardless  of  age; 

and/or  age  eligible  for  benefits 

Age  50  and  5  years  service  -  acmarially 

Reduced 

Vesting 

5  years 

Monthly  Benefit  Formula 

2.5%  of  FAS  per  year  of  service 
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At  June  30,  1999,  there  were  56  participating  employers  consisting  of: 


SRS  Employer  Types 

Employers                                           June  30,  1999 

June  30,  1998 

State  Agencies                                                          1 

1 

Counties                                                                 55 

54 

Number  of  SRS  employers                                    56 

55 

Contributions.  Member  and  employer  contribution  rates  are  established  by  state  law  and  may 
be  amended  only  by  the  Legislature.  The  member  contribution  rate  for  fiscal  years  1999  and 
1998  was  9.245%.  Contributions  are  deducted  from  each  member's  salary  and  remitted  by  the 
employer.  An  individual  account  is  established  for  each  member's  contributions  and  interest 
allocations  until  a  retirement  or  refund  request  is  processed.  Each  employer  contributed 
9.535%  of  their  total  SRS-covered  payroll  to  the  retirement  plan  on  a  monthly  basis,  during 
fiscal  years  1999  and  1998.  (Reference  Schedule  of  Contribution  Rates  on  page  A-30.) 

Retirement  Incentive.  The  Legislamre  also  provided  a  new  provision  of  the  Employee 
Protection  Act  (EPA)  [19-2-706,  MCA]  allowing  State  employees  (eligible  for  a  service 
retirement)  whose  positions  have  been  eliminated  to  have  their  employer  assist  in  the  purchase 
of  up  to  three  years  of  "l-for-5"  additional  service.  The  employer  has  up  to  ten  years  to 
complete  payment  for  the  service  purchase  and  is  charged  8%  interest  on  the  unpaid  balance. 

Benefit  Enhancements.  Each  January  a  guaranteed  annual  benefit  adjustment  (GABA)  of  1.5% 
is  provided  if  the  recipient  has  been  receiving  a  benefit  for  at  least  36  months  and  has  not 
received  any  other  benefits  equivalent  to  1.5%. 


Judges '  Retirement  System 

Plan  Description.  The  JRS  is  a  single-employer,  defined  benefit  plan  that  covers  all  Montana 
judges  of  the  district  courts,  justices  of  the  Supreme  Court,  and  the  Chief  Water  judge.  The 
plan  was  established  in  1967  and  is  governed  by  Title  19,  chapters  2  &  5  of  the  Montana  Code 
Annotated.  Benefits  are  established  by  state  law  and  can  only  be  amended  by  the  Legislature. 
The  JRS  provides  retirement,  disability  and  death  benefits  to  plan  members  and  their 
beneficiaries.  Benefits  are  based  on  age  and/or  years  of  service  and  final  average  salary. 
Member  rights  are  vested  after  five  years  of  membership  service.  A  brief  summary  of 
eligibility  and  benefits  follows: 
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JRS  Summary  of  Benefits 

Final  Average  Salary  (FAS)  Hired  prior  to  July  1.  1997  &  not  electing 

GAB  A:  monthly  compensation  at  time  of 
retirement; 
Hired  after  June  30,  1997  or  electing 
GABA:  highest  consecutive  36  months  average 
salary 

Years  of  service  required  Age  65  and  5  years  of  service; 

and/or  age  eligible  for  benefits      Any  age  with  5  years  of  service  - 

involuntary  termination,  actuarially  reduced 

Vesting  5  years 

Monthly  Benefit  Formula  3  1/3%  of  FAS  per  year  of  service  (up  to  15 

years)  plus  1 .785%  of  FAS  per  year  (over  15 
vears) 


Contributions.  Member  and  employer  contribution  rates  are  established  by  state  law  and  may 
be  amended  only  by  the  Legislanare.  The  member  contribution  rate  for  fiscal  years  1999  and 
1998  was  7.0%  of  total  monthly  compensation.  Contributions  are  deducted  from  each 
member's  salary  and  remitted  by  the  employer.  An  individual  account  is  established  for  each 
member's  contributions  and  interest  allocations  until  a  retirement  or  refund  request  is 
processed.  The  State  contributed  25.81%  of  their  total  JRS-covered  payroll  to  the  retirement 
plan  on  a  monthly  basis,  during  fiscal  years  1999  and  1998.  (Reference  Schedule  of 
Contribution  Rates  on  page  A-30.) 

Benefit  Enhancements.  Current  salary  is  used  in  the  calculation  of  the  monthly  benefit  for 
members  hired  prior  to  July  1.  1997.  Each  time  the  Legislature  increases  the  salaries  for  active 
judges,  benefits  for  retired  judges  (or  eligible  contingent  annuitants)  increases.  Final  average 
salary  (the  average  of  the  member's  highest  monthly  compensation  during  any  36  consecutive 
months  of  membership  service  in  the  retirement  plan)  will  be  substituted  for  current  salary  in 
the  benefit  formula  for  all  members  hired  after  June  30.  1997. 

Each  January  a  guaranteed  annual  benefit  adjustment  (GABA)  of  1.5%  is  provided  if  the 
recipient  has  been  receiving  a  benefit  for  at  least  36  months  and  has  not  received  any  other 
benefits  equivalent  to  1.5%,  and  has  elected  the  GABA  or  if  the  member  was  hired  on  or  after 
July  1,  1997. 
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Highway  Patrol  Officers '  Retirement  System 

Plan  Description.  The  HPORS  is  a  single-employer,  defined  benefit  plan  that  covers  all 
Montana  highway  patrol  officers,  including  supervisory  personnel.  The  plan  was  established  in 
1971  and  is  governed  by  Title  19,  chapters  2  &  6  of  the  Montana  Code  Annotated.  Benefits  are 
established  by  state  law  and  can  only  be  amended  by  the  Legislamre.  The  HPORS  provides 
retirement,  disability  and  death  benefits  to  plan  members  and  their  beneficiaries.  Benefits  are 
based  on  age  and/or  years  of  service  and  final  average  salary.  Member  rights  are  vested  after 
five  years  of  membership  service.  A  brief  summary  of  eligibility  and  benefits  follows: 


HPORS  Summary  of  Benefits                                       1 

Final  Average  Salary  (FAS) 

Average  monthly  compensation  for  any  3 

years  of  continuous  service 

Years  of  Service  Required 

20  years  -  hired  on  or  before  July  1 , 

and/or  age  eligible  for  benefits 

1985; 

Age  50  and  20  years  service  -  hired  after 

July  1,  1985 

Vesting 

5  years 

Monthly  Benefit  Formula 

2.5%  of  FAS  per  year  of  service 

Contributions.  Member  and  employer  contribution  rates  are  established  by  state  law  and  may 
be  changed  only  by  the  Legislamre.  The  member  contribution  rate  for  fiscal  years  1999  and 
1998  was  9.0%  of  total  monthly  compensation  for  members  hired  prior  to  July  1,  1997  and  not 
electing  GAB  A  coverage,  and  9.05%  for  members  hired  after  June  30,  1997  and  members 
electing  GAB  A  coverage.  Contributions  are  deducted  from  each  member's  salary  and  remitted 
by  the  employer.  An  individual  account  is  established  for  each  member's  contributions  and 
interest  allocations  until  a  retirement  or  refund  request  is  processed.  Employer  contribution 
rates  were  36.33%  of  their  total  HPORS-covered  payroll,  during  fiscal  years  1999  and  1998. 
The  first  26.15%  is  payable  from  the  same  source  used  to  the  pay  members'  compensation. 
The  remaining  amount,  equal  to  10.18%  of  members'  compensation  is  payable  from  a  portion 
of  the  fees  collected  from  drivers'  licenses  and  duplicate  drivers'  license  applications. 
(Reference  Schedule  of  Contribution  Rates  on  page  A-30.) 

Twenty-five  cents  of  each  motor  vehicle  registration  fee  must  be  deposited  in  the  HPORS  trust 
fund  by  the  end  of  each  fiscal  year.  This  additional  contribution  funds  the  supplemental  lump- 
sum benefit  for  eligible  recipients. 

Retirement  Incentive.  The  Legislature  also  provided  a  new  provision  of  the  Employee 
Protection  Act  (EPA)  [19-2-706,  MCA]  allowing  State  employees  (eligible  for  a  service 
retirement)  whose  positions  have  been  eliminated  to  have  their  employer  assist  in  the  purchase 
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of  up  to  three  years  of  "l-for-5"  additional  service.  The  employer  has  up  to  ten  years  to 
complete  payment  for  the  service  purchases  and  is  charged  8%  interest  on  the  unpaid  balance. 

Benefit  Enhancements.  Each  January  a  guaranteed  annual  benefit  adjustment  (GABA)  of  1.5% 
is  provided  if  the  recipient  has  been  receiving  a  benefit  for  at  least  36  months  and  has  not 
received  any  other  benefits  equivalent  to  1.5%,  and  has  elected  the  GABA  or  if  the  member 
was  hired  on  or  after  July  1,  1997. 

Monthly  benefits  are  increased  each  July  when  they  fall  below  a  statutorily  guaranteed 
minimum.  Any  annual  increase  is  limited  to  5%  over  the  current  benefit  and  may  not  exceed 
60%  of  the  current  base  salary  of  a  probationary  officer.  This  enhancement  is  limited  to  non- 
GABA  members. 

Montana  highway  patrol  officers,  retired  prior  to  July  1,  1991,  or  their  survivors,  may  be 
eligible  for  an  annual  supplemental  lump-sum  payment  distributed  each  September.  This 
supplemental  benefit  is  funded  by  a  portion  of  each  motor  vehicle  registration  fee.  Many 
factors  must  be  considered  for  eligibility,  among  them  are  the  number  of  years  the  recipient 
has  received  a  benefit  and  the  recipient's  age.  The  average  payment  in  fiscal  year  1999  was 
$2,025.  In  fiscal  year  1998,  the  average  payment  was  $1,937.  This  enhancement  is  not 
available  to  GABA  recipients. 


Firefighters '  Unified  Retirement  System 

Plan  Description.  The  FURS  is  a  multiple-employer,  cost-sharing  defined  benefit  plan  that 
covers  firefighters  employed  by  first  and  second  class  cities  and  other  cities  that  wish  to  adopt 
the  plan.  The  plan  was  established  in  1981  and  is  governed  by  Title  19,  chapters  2  &  13  of  the 
Montana  Code  Annotated.  Benefits  are  established  by  state  law  and  can  only  be  amended  by 
the  Legislauire.  The  FURS  provides  retirement,  disability  and  death  benefits  to  plan  members 
and  their  beneficiaries.  Benefits  are  based  on  age  and/or  years  of  service  and  final  average 
compensation.  Member  rights  are  vested  after  five  years  of  membership  service.  A  brief 
summary  of  eligibility  and  benefits  follows: 
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FURS  Summary  of  Benefits 

Final  Average  Compensation  (FAS)      Hired  prior  to  July  1,  1981:  last  regular 

monthly  compensation; 
Hired  after  July  1,  1981:  last  consecutive 
36  months 

Years  of  service  required  20  years  regardless  of  age; 

and/or  age  eligible  for  benefits  Hired  before  July  1,  1981:  Age  50  -  10  years 

but  less  than  20  years 

Vesting  5  years 

Monthly  Benefit  Formula  Not  electing  GABA  and  hired  before  July  1 , 

1981:  the  greater  of  50%  of  FAS  plus  2%  per 
year  (over  20)  or  2.5%  of  FAS  per  year  of 
service; 

Hired  before  July  1,  1981  with  10  years  but 
less  than  20  years:  2%  of  FAS  per  year  of 
service; 
Electing  GABA  and  hired  after  July  1,  1981: 

2.5%  of  FAS  per  year  of  service. 


Contributions.  Member,  employer  and  State  contribution  rates  are  established  by  state  law  and 
may  be  amended  only  by  the  Legislature.  The  member  contribution  rates  for  fiscal  years  1999 
and  1998  were  9.5%  for  members  hired  prior  to  July  1,  1997  and  10.7%  for  new  hires  after 
June  30,  1997  and  for  members  electing  GABA  coverage.  Contributions  are  deducted  from 
each  member's  salary  and  remitted  by  the  employer.  An  individual  account  is  established  for 
each  member's  contributions  and  interest  allocations  until  a  retirement  or  refund  request  is 
processed.  Employer  contribution  rates  for  fiscal  years  1999  and  1998  were  14.36%  of  total 
FURS-covered  payroll.  The  State  contributed  32.61%  of  the  total  compensation  for  all  covered 
firefighters  in  fiscal  years  1999  and  1998.  State  contributions  are  requested  at  the  beginning  of 
each  fiscal  year  based  on  the  previous  fiscal  year  salary  and  are  due  no  later  than  November  1 . 
(Reference  Schedule  of  Contribution  Rates  on  page  A-30.) 

Benefit  Enhancements.  Each  January  a  guaranteed  annual  benefit  adjustment  (GABA)  of  1.5% 
is  provided  if  the  recipient  has  been  receiving  a  benefit  for  at  least  36  months  and  has  not 
received  any  other  benefits  equivalent  to  1.5%,  and  has  elected  the  GABA  or  if  the  member 
was  hired  on  or  after  July  1,  1997.  For  members  not  electing  GABA  the  monthly  retirement, 
disability  or  survivor's  benefit  must  be  at  least  one-half  of  the  salary  of  a  newly  confirmed 
firefighter  employed  by  the  city  that  last  employed  the  member  (provided  the  member  has  at 
least  10  years  of  service  credit).  If  a  benefit  falls  below  that  minimum,  a  benefit  is  paid  to  the 
benefit  recipient.  If  a  member  or  retiree  elected  GABA,  the  supplemental  benefit  is  not 
available. 
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Volunteer  Firefighters '  Compensation  Act 

Plan  Description.  The  VFCA  is  a  statewide  retirement  and  disability  plan.  This  compensation 
program  was  established  in  1965  and  is  governed  by  Title  19,  chapter  17  of  the  Montana  Code 
Annotated.  Benefits  are  established  by  state  law  and  can  only  be  amended  by  the  Legislature. 
The  VFCA  provides  retirement,  disability  and  death  benefits  for  all  volunteer  firefighters  of 
companies  organized  in  unincorporated  areas,  towns  or  villages  under  the  laws  of  the  State  of 
Montana.  Benefits  are  based  on  age  and  years  of  service.  Member  rights  are  vested  after  ten 
years  of  credited  membership  service.  A  brief  summary  of  eligibility  and  benefits  follows: 


VFCA  Summary  of  Benefits 

Years  of  service  required 
and/or  age  eligible  for 
benefits 

Age  55  and  20  years  of  credited  service; 

Age  60  and  at  least  10  years  of  service  -  partial  benefit 

Vesting 

10  years 

Benefit 

$5  per  year  of  credited  service 

Contributions.  The  State  contributes  5%  of  the  premium  taxes  collected  on  certain  fire  risks. 
Payments  are  made  annually  to  the  Volunteer  Firefighters'  Pension  Fund  by  the  State  Auditor 
from  the  fire  insurance  premium  tax  fund.  (Reference  Schedule  of  Contribution  Rates  on  page 
A-30.) 

Group  Insurance  Payments.  Supplemental  payments  are  available  to  those  volunteer  fire 
companies  providing  additional  group  medical  insurance  for  their  members  in  case  of  death  or 
injury  incurred  while  in  the  line  of  duty.  The  payment  is  made  to  the  volunteer  fire  companies 
and  is  equal  to  $75  per  year  for  each  mobile  firefighting  unit  owned  by  the  volunteer  fire 
company,  up  to  a  maximum  of  two  units. 
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FY  1999  Schedule  of  Contribution  Rates 

Plan 

Employee 

Employer 

State 

PERS 

6.8% 

6.8%  -  State  & 

[19-3-315,  MCA] 

University 
6.7%  -  Local 

0.1%  -  paid  from 

Governments 

General  Fund 

[19-3-316.  MCA] 

[19-3-319,  MCA] 

MPORS 

7.8%  -  employed  prior 

14.41% 

29.37%  of  salaries  - 

07-01-75  &  not 

[19-9-703,  MCA] 

paid  from  insurance  premium 

electing  GABA 

tax  fund 

[19-9-710(3),  MCA] 

[19-9-702,  MCA] 

9.0%  -  hired  between 

07-01-75  &  06-30-79 

&  not  electing  GABA 

[19-9-7 10(b).  MCA] 

10.5%  -  hired  between 

07-01-79  &  06-30-97 

&  not  electing  GABA 

[19-9-710(c),  MCA] 

11.0%  -  new  hires 

after  06-30-97  & 

members  electing 

GABA  [19-9-710(d), 

MCA] 

GWPORS 

8.5%  [19-8-502,  MCA] 

9.0%  [19-8-504,  MCA] 

SRS 

9.245%  [19-7-403, 

9.535%  [19-7-404,  MCA] 

MCA] 

JRS 

7.0%  [19-5-402,  MCA] 

25.81%  [19-5-404,  MCA] 

HPORS 

9.0%  -  Hired  prior  to 

26.15%  [19-6-404(1), 

10.18%  of  salaries - 

07-01-97  &  not 

MCA] 

paid  from  drivers' 

electing  GABA 

license  fees 

9.05%  -  electing 

[19-6-404(2),  MCA] 

GABA  &  new  hires 

after  06-30-97  [19-6- 

402.  MCA] 

FURS 

9.5%  -  hired  prior  to 

14.36% 

32.61%  of  salaries - 

07-01-97  &  not 

[19-13-605,  MCA] 

paid  from  insurance 

electing  GABA  [19-13- 

premium  tax  fund  [19-13-604, 

601(2)(a),  MCA] 

MCA] 

10.7%  -  electing 

GABA  &  new  hires 

after  06-30-97  [19-13- 

601(2)(b)] 

VFCA 

5.0%  -  of  fire 
insurance  premiums 
received  by  the  State 
[19-17-301,  MCA] 
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Public  Employees'  Retirement  Board 

A  Component  Unit  of  the  State  of  Montana 

Required  Supplementary  Information 
Year  2000  Issue  (Y2K) 

The  Year  2000  (Y2K)  issue  refers  to  the  fact  that  many  computer  programs  use  only  the  last 
two  digits  to  identify  a  year.  For  example,  both  1900  and  2000  will  be  referred  to  as  "00".  If 
not  corrected,  many  programs  may  not  be  able  to  distinguish  between  the  year  2000  and  year 
1900.  Another  potential  complication  relates  to  the  leap-year  calculation  in  year  2000. 

The  Public  Employees'  Retirement  Board  has  been  addressing  the  Y2K  issue  relating  to  its  two 
database  systems  (active  and  retired).  The  process  involved  identifying: 

.  data  fields  that  required  change 

.  programs  that  needed  to  be  changed  and  tested  (online  and  batch) 
.  estimated  number  of  programmer  hours  to  complete  the  project 
.  estimated  cost  of  bringing  the  systems  to  compliance 

The  testing  and  validation  has  been  completed  for  the  two  database  systems. 

Because  of  the  unprecedented  nature  of  the  Y2K  issue,  its  effects  and  success  of  related 
remediation  efforts  will  not  be  fully  determinable  until  the  year  2000  and  thereafter. 
Management  cannot  assure  that  the  Public  Employees'  Retirement  Board  is  or  will  be 
successful  in  whole  or  in  part,  or  that  the  parties  with  whom  the  Board  does  business  will  be 
year  2000  ready. 
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Public  Employees'  Retirement  Board 

A  Component  Unit  of  the  State  of  Montana 

Required  Supplementary  Information 
Schedule  of  Funding  Progress 
(in  Thousands) 


System 

Actuarial 

Valuation 

Date 

Actuarial 
Value  of 

Assets* 
(a) 

Actuarial  Accrued 

LiabUity  (AAL) 

--Entry  Age 

(b) 

Unfunded 
AAL 

(UAAL) 
(b-a) 

Funded 
Ratio 
(a/b) 

Covered 
Payroll** 

(c) 

UAAL  as  a 

Percentage  of 

Covered  Payroll 

((b-a)/c) 

PERS 

06/30/94 
06/30/96 

$1,366,864 
1.629,707 

$1,625,720 
1,826,207 

$258,856 
196.500 

84.08% 
89.24% 

$572,973 
608,592 

45.18% 

32.29% 

*** 

06/30/98 

2,128,065 

2,300,328 

172,263 

92.51% 

660,579 

26.08% 

MPORS 

06/30/94 
06/30/96 

$56,209 
70,068 

$90,508 
105,664 

$34,299 
35.596 

62.10% 
66.31% 

$13,395 
15,828 

256.06% 

224.89% 

06/30/98 

94,908 

173,642 

78,735 

54.66% 

17,873 

440.52% 

GWPORS 

06/30/94 
06/30/96 

$16,297 

18,160 

$16,389 

17.325 

$92 

(835) 

99.44% 

104.82% 

$2,494 
2,762 

3.70% 
-30.23% 

06/30/98 

23,190 

22,412 

(778) 

103.47% 

7,839 

-9.92% 

SRS 

06/30/94 
06/30/96 

$55,220 
68.646 

$42,978 
52,751 

($12,242) 
(15,895) 

128.48% 
130.13% 

$15,869 
17,890 

-77.14% 
-88.85% 

06/30/98 

92,160 

81,077 

(11,083) 

113.67% 

20,127 

-55.06% 

Analysis  of  the  dollar  amounts  of  plan  net  assets,  actuarial  accrued  liability,  and  unfunded  actuarial  accrued  liability  in 
isolation  can  be  misleading.   Expressing  plan  net  assets  as  a  percentage  of  the  actuarial  accrued  liability  provides  one 
indication  of  the  plan's  funding  status  on  a  going-concern  basis.   Analysis  of  this  percentage  over  time  indicates  whether 
the  plan  is  becoming  financially  stronger  or  weaker.    Generally,  the  greater  this  percentage,  the  stronger  the  plan. 
Trends  in  the  unfunded  actuarial  accrued  liability  and  annual  covered  payroll  are  both  affected  by  inflation.    Expressing  the 
unfunded  actuarial  accrued  liability  as  a  percentage  of  annual  covered  payroll  approximately  adjusts  for  the  effects  of 
inflation  and  aids  analysis  of  the  plan's  progress  made  in  accumulating  sufficient  assets  to  pay  benefits  when  diic. 
Generally,  the  smaller  this  percentage,  the  stronger,  the  plan. 

•  Refer  to  the  'Notes  to  the  Required  Supplementary  Informalion"  for  the  Actuarial  Asset  Valuation  Method.  (On  Page  A-38) 
**  Covered  payroll  was  unavailable  prior  to  FY96.  The  actuarial  annual  payroll  figure  is  used  for   FY94.  This  figure  is 

estimated  by  annualizing  the  June  payroll. 
•••  July  1,  1998  Actuarial  Valuation  Audit  recommended  changes  for  PERS. 
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System 

Actuarial 

Valuation 

Date 

Actuarial 
Value  of 
Assets* 

(a) 

Actuarial  Accrued 

Liability  (AAL) 

--Entry  Age 

(b) 

Unfunded 
AAL 

(UAAL) 
(b-a) 

Funded 
Ratio 

(a/b) 

Covered 
Payroll" 

(c) 

UAAL  as  a 

Percentage  of 

Covered  Payroll 

((b-a)/c) 

JRS 

06/30/94 
06/30/96 

$21,281 
24.944 

$23,171 
27.723 

$1,890 

2.779 

91.84% 
89  98% 

$2,777 
2.907 

68.06% 
95.61% 

06/30/98 

31,646: 

29,017 

(2,629) 

109.06% 

3,144 

-83.62% 

HPORS 

06/30/94 
06/30/96 

$40,466 

47,325 

$63,327 
67.709 

$22,861 

20.384 

63.90% 

69  90% 

$5,650 
6,242 

404.60% 

326.57% 

06/30/98 

.  59,531 

78,722 

19,191 

75.62% 

6,201, 

309.48% 

FURS 

06/30/94 
06/30'96 

$54,647 
67.745 

$113,153 

131.111 

$58,506 

63. .^66 

48.29% 

51   67 '7 

$12,424 

470.90% 

459,75% 

06/30/98 

89,988 

169,006 

79,017 

53.25% 

15,104 

523.15%         ' 

VFCA 

06/30/93 
06/30/96 

$8,760 
11.504 

$15,211 
16,636 

$6,451 
5.132 

57.59% 
69  15% 

NA 

NA 

NA 
NA 

06/30/98 

13,941 

18,354 

4,412 

75.96% 

NA 

NA     IH 
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Public  Employees'  Retirement  Board 

A  Component  Unit  of  the  State  of  Montana 

Required  Supplementary  Information 

Schedule  of  Employer  Contributions  &  Other  Contributing  Entities 


Year 

Annual 

Annual 

Ended 

Required 

Percentage 

Required  State 

Percentage 

System 

June  30 

Contribution* 

Contributed 

Contribution** 

Contributed 

PERS 

1994 
1995 
1996 
1997 

$ 

38.389.233 
40.348.432 
40.775.671 
43,182.090 

100.05% 
96.93% 
101.26% 
101.26% 

*** 

1998 

45,690,886 

99.26% 

303.840 

100.00% 

1999 

46,783,993 

101.62%^^^ 

341,099 

100.00% 

MPORS 

1994 

$ 

1,923,529 

99.66% 

$ 

2.109,549 

100.00% 

1995 

2,051,758 

123.18% 

2,266.113 

100.00% 

1996 

2,272,843 

98.93% 

2,496,912 

100.00% 

1-997 

2,415,188 

100.27% 

4,939,713 

100.00% 

1998 

2,575,528 

102.33% 

5,264,852 

100.00% 

1999 

2,731,079 

99.01% 

5,566,398 

100.18% 

GWPORS 

1994 
1995 
1996 
1997 

$ 

203,289 
190,961 
225,083 
242,379 

95.57% 
96.64% 
102.21% 
103.16% 

*** 

1998 

734,502 

111.40% 

1999 

891,602 

104.42%,|||[m 

SRS 

1994 
1995 
1996 
1997 

$ 

1,217,138 
1,221,535 
1,526,895 
1,617,568 

98.68% 
105.50% 
102.05% 
104.01% 

*** 

1998 

1.923,069 

102.41% 

1999 

1,994,769 

104.36%'^ 

Reference  to  Notes  to  the  Required  Supplementary  Information  (On  Page  A-38) 

*AnnuaI  Required  Contribution  (ARC)  for  fiscal  years  1994  through  1995  is  calculated  using  the  actuarial  annual  payroll 
figure  which  is  an  estimated  figure  determined  by  annualizing  the  June  payroll. 

**PERS's  State  Contribution  of  .1%  for  local  governments  is  based  on  actual  receipts  for  the  fiscal  year.  MPORS  covered 
payroll  is  based  on  calendar  year  payroll  for  the  State  Contribution  for  FY  1994  through  1996  and  fiscal  year  payroll  for 
FY  1997  through  FY  1999. 
***A  change  was  made  to  FY  1998  for  PERS,  GWPORS,  SRS,  JRS,  and  HPORS  to  correct  contributions  erroneously  reported 
m  FY  1998. 
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Public  Employees'  Retirement  Board 

A  Component  Unit  of  the  State  of  Montana 

Required  Supplementary  Information 

Schedule  of  Employer  Contributions  &  Other  Contributing  Entities 

(continued) 


Year 

Ended 
System      June  30 


Annual 

Required 

Contribution* 


Percentage 
Contributed 


Annual 
Required  State 
Contribution** 


Percentage 
Contributed 


Annua] 

Required 

District 

Court  Fees 


JRS 

1994 

$ 

166,610 

99.64% 

963,836 

1995 

142,254 

116.37% 

822,940 

1996 

174,3% 

100.05% 

1,008,881 

1997 

177,181 

100.00% 

1,024,995 

*** 

1998 

843,065 

100.00% 

0 

1999 

822,795 

100.00% 

0 

HPORS 

1994 
1995 
19% 
1997 

$ 

1,474,717 
1,411,990 
1,629,088 
1,642,087 

105.10% 
107.73% 
100.16% 
100.00% 

*♦* 

1998 

1,681,444 

101.50% 

1999 

1,650,957 

100.03% 

'^^■■■■^ 

FURS 

1994 

$ 

1,617,640 

99.82%         : 

$      2,616,864 

104.64% 

1995 

1,665,257 

103.01% 

2,492,591 

123.74% 

1996 

1,979,190 

99.02% 

2,453,397 

126.03% 

1997 

2,082,389 

99.72% 

4,728,879 

98.18% 

1998 

2,168,902 

98.77% 

4,925,341 

97.37% 

1999 

2462,645 

100.94% 

5,138,222 

98.77% 

VFCA 

1994 
1995 
1996 
1997 

$ 

765,549 
809,103 
862,010 
910,692 

100% 
100% 
100% 
100% 

1998 

928.484 

100% 

1999 

944,434 

100% 

Reference  to  Notes  to  the  Required  Supplementary  Information  (On  Page  A-38) 

*  Annual  Required  Contribution  (ARC)  for  fiscal  years  1994  through  1995  is  calculated  using  the  actuarial  annual 
**  Covered  payroll  is  based  on  calendar  year  payroll  for  the  State  Contribution  for  FY  1994  through  1996  and  fiscal 
♦**A  change  was  made  to  FY1998  for  PERS,  GWPORS,  SRS,  JRS,  and  HPORS  to  correct  contributions  erroneously 
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Annual 

Required 

Annual 

Percentage 

Supreme 

Percentage 

Required 

Percentage 

Contributed 

Court  Fees 

Contributed 

License  Fees 

Contributed 

62.67% 

9.560 

100.00% 

71.79% 

10.138 

100.00% 

60.79% 

8,958 

100.00% 

57.84% 

9,869 

100.00% 

0.00% 

0 

0.00% 

- 

0.00% 

0 

0.00% 

Annual 
Required 
Registration        Percentage 
Fees  Contributed 


575,196 

93.99%         : 

5        266,485 

100.00% 

550.730 

107  61% 

274,117 

100  00% 

635.407 

100.54% 

270.833 

100.00% 

640.477 

100.60% 

287,284 

100.00% 

631.31: 

logoiTr 

281.874 

100  OOfr 

665,967 

98.67% 

285.095 

100.00% 

payroll  figure  which  is  an  estimated  figure  determined  by  annualizing  the  June  payroll, 
year  payroll  for  FY  1997  through  FY  1999 
reported  in  FY  1998. 
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Public  Employees'  Retirement  Board 

A  Component  Unit  of  the  State  of  Montana 
Notes  to  the  Required  Supplementary  Information 


The  information  presented  in  the  required  supplementary  schedules  was  determined  as 
latest  actuarial  valuation  follows: 


PERS 


MPORS 


GWPORS 


Valuation  date 


June  30,  1998 


June  30,  1998 


June  30,  1998 


Actuarial  cost  method 


Amortization  method 


Entry  Age 

Level  percentage 
of  payroll,  open 


Entry  Age 

Level  percentage 
of  payroll,  open 


Entry  Age 

Level  percentage 
of  payroll,  open 


Remaining  amortization 
period  in  years: 
Unfunded  Liability 
Unfunded  Credit* 


13.78** 


17.67 


30 


Asset  valuation  method 


Actuarial  assumptions: 


4-Year  4-Year  4-Year 

smoothed  market        smoothed  market        smoothed  market 


Investment  rate  of  return 

compounded  annually 

8% 

8% 

8% 

Projected  salary  increases 

Inflation 

6.25% 

6.00% 

6.00% 

Merit 

None 

None 

None 

Cost-of-living  adjustments 


None 


None 


None 


*  Assets  are  larger  than  the  past  service  liability  --  creating  an  unfunded  credit;    the  credit  is  amortized  over  future 

costs. 

**  Actuary  Valutation  Revision 
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part  of  the  actuarial  valuations  at  the  dates  indicated.    Additional  information  as  of 


SRS JRS HPQRS FURS VFCA 

June  30,  1998         June  30,  1998         June  30,  1998         June  30,  1998        June  30,  1998 

Entry  Age  Entry  Age  Entry  Age  Entry  Age  Entry  Age 

Level  percentage    Level  percentage    Level  percentage    Level  percentage  Level  percentage 
of  payroll,  open     of  payroll,  open    of  payroll,  open     of  payroll,  open   of  payroll,  open 


20.28  19.34  25 

30  24.64 

4-Year  4-Year  4-Year  4-Year  4-Year 

smoothed  market    smoothed  market    smoothed  market  smoothed  market  smoothed  market 


8%  8%  8%  8% 


6.00% 

5.50% 

6.00% 

6.00% 

None 

None 

None 

None 

None 

None 

None  5.5%— assumed        6%— assumed  6%~assumed  None 

increase  for        increase  for  newly  increase  for  newly 
current  judges      confirmed  officer   confirmed  officer 


Page  A-39 


Public  Employees'  Retirement  Board 

A  Component  Unit  of  the  State  of  Montana 

Supporting  Schedule 

Schedule  of  Administrative  Expenses 

Year  Ended  June  30, 1999 


Personal  Services 
Salaries 

Board  Members'  Per  Diem 
Employee  Benefits 

Total  Personal  Services 


597,239 

9,850 

157,212 


764,301 


Other  Services 

Consulting  Services 
Janitorial  Services 
Legal  Fees  and  Court  Costs 
Payroll  and  Audit  Fees 
Medical  Services 
Microfilming 
Records  Storage 
Pre-Retirement  Seminars 
Computer  Processing 
Computer  Systems  Development 
Printing  and  Photocopy  Charges 
Warrant  Writing  Services 
Other 

Total  Other  Services 


79,958 

2,520 

11,919 

32,021 

13,477 

7,116 

3,577 

1,000 

68,546 

174,899 

12,689 

43,947 

10,632 


462,301 


Communications 

Postage  and  Mailing 
Telephone 

Total  Communications 


53,235 
11,000 


64,235 


Other  Expenses 

Supplies  and  Materials 

Travel 

Rent 

Utilities 

Repair  and  Maintenance 

Depreciation/ Amortization 

Compensated  Absences 

Miscellaneous 

Total  Other  Expenses 

Total  Administrative  Expenses 


38,359 

33,035 

61,315 

7.879 

740 

2,859 

5,223 

38,464 


187,874 


1,478,711 
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Public  Employees'  Retirement  Board 

A  Component  of  the  State  of  Montana 

Supporting  Schedule 

Schedule  of  Investment  Expenses 

Year  Ended  June  30,  1999 


Retirement  System 

Fees 

PERS 

$1,917,898 

MPORS 

57,700 

GWPORS 

14,654 

SRS 

58,257 

JRS 

25,507 

HPORS 

40,976 

FURS 

47,769 

VFCA 

Total  Investment  Expenses 

11,748 

$2,174,509 
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Public  Employees'  Retirement  Board 

A  Component  Unit  of  the  State  of  Montana 

Supporting  Schedule 
Schedule  of  Consultants 
Year  Ended  June  30, 1999 


Individual  or  Firm 

Nature  of  Service 

Amount 

Board  of  Investments, 
Department  of  Commerce 

Investment  Managers 

$2,174,509 

Information  Services  Division, 
Department  of  Administration 

System  Design  and  Processing 

174,899 

Employee  Benefit  Resources, 
LLP 

Actuarial  Consultant 

42,300 

Ice  Miller  Donadio  &  Ryan 

Tax  Consultant 

38,298 

Legislative  Audit  Division 

Independent  Auditors 

30,338 

Lawrence  R.  McEvoy,  MD 

Medical  Consultant 

6,025 

Frank  Graham 

Personnel 
Classification/Benchmark 

2,483 

Professional  Development 
Center, 
Department  of  Administration 

Retirement  Planning  Seminars 

1,500 

Comserv,  Inc. 

Death  Information  System 
Services 

952 

Robert  J.  Bateen,  PHD 

Psychological  Counseling  Service 

540 
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